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for its exports, cheap manufactured articles which cannot be produced
profitably within the country itself. According to this view, the exports
represent e a true surplus, that is to say, a margin which India can re~
linquish during periods of good harvest and a reserve on which she can
draw for her own local requirements in times of scarcity '-1
The other view is mat the export of foodstuffs and raw materials is
not a true surplus in the sense that it represents a balance that remains
after the needs of the countrv have been fully met, and that it is advisable,,
in the true interests of the country, to prohibit or to restrict this export
by heavy duties. It is criminal, so it is argued, to allow an export of the
country's foodstuffs when large sections of the people are living on the
verge of starvation, and to look on complacently while a drain to foreign
countries of valuable raw materials, which are badly wanted for the
development of the indigenous manufactures, is going on unchecked.
In connexion with this controversy, we must emphasize a simple truth'
which is often forgotten, namely, that it is inadmissible to infer, from
the mere fact of export to foreign countries, that the wants of the people
in the exporting country in respect of the commodities exported must
have been fully satisfied. The phrase * true surplus ' generally employed
in this connexion is unfortunate because it suggests that there is such a
thing as a * false surplus'. Strictly speaking, all surpluses that are export-
ed have the same scientific character; they are due to the fact that there
is no demand for them in the country of origin at the ruling prices.
By demand, as every tyro in economics knows, wre understand not merely
the desire to possess a thing, but such desire backed by adequate pur-
chasing power. If the United States exports wheat, this is not because
every individual American has all the food he can consume ; sirnilarlv,
in India, the export of foodstuffs does not mean that nobody in the
country has any use for the food that is exported. The only difference
between India and the United States is that relatively to the latter
country, the former has a very much larger proportion of people whose
Demand for food is ineffective. It is a difference in degree, not in kind.
When therefore the first Fiscal Commission sapiently remarked with re-
gard to the export of rice ?.nd wheat from India that 'at existing prices
the efficient demand of India is satisfied, and there remains a surplus
available for export *,2 they were saying something which is perfectly true
but also perfectly useless. At * existing prices *, whether high or low, * effi-
cient demand' is always satisfied. But in spite of the satisfaction of
' the efficient demand ' for food, millions of people in a country may be
underfed, and that is patently the case in India.
There are two methods (which clearly are not mutually exclusive)
of remedying this state of affairs. One is to depress the prices of food-
stuffs so as to bring them within the reach of the low purchasing power
1  Economic Resources of the Empire,  edited by T.  Worsxvick,  p.   145.
2  Fiscal  Commission Report, p.   155.